R20 


ANNUAL REPORT 


for the year ended December 31, 1972 


STEEP ROCK IRON MINES LIMITED 


Tas lab Ai sa ca 


cy 


aman Krein 


Pica pnt ctr 


haa Po 
aa Sel 
ee eet 


ee 


ork 
” 
Oniuyet 


INACISdud ‘SHNOP “YY ZL6L ‘8 ysnsny 


‘SL6L ‘YIS%] A[NE 
pred sem oaieys tod sjue0 usezJG Jo pusplAIp VY 


‘(pue-reah Aq 
[eBULIOU 0} peonpel aq 0} poyedxe SI YOIYM) a10 Jo 
AIOJUBAUL JOYSIY & SUIQETJEI ‘TL61 ‘OE euUNF Wo 
ECS Tereg dn sem gEg‘ZEI‘FI$ 7 [eYdeo SuryI0M 


; ‘JTey puodses ayy 
SULINP SSUIUIes JIJaUeq P[NoYsS JUSeULIeJep sty} ynq 
‘{Ud}X9 BUIOS 0} SSUIUIVO J[eY-JSIT] PalIMO] OSTe 
reak-jjey puodses oy} 04 4ORIWUOD [901g POIIEG 
ay} uO sjusWIdIYs [[e Jo SUI[NpeYos-a1 sy], “Te[[Op 
uBIPEUR,) 9Y} JO SUI} Ul Ie][Op *S'Q 8Y} Jo anyea 
Jamo] 94} Aq poyoyye AjestaApe seM osnuUsAdiY 
‘sasreyo uorjeldep pue uonendeidep sJeysty pue 
‘(Suiddi1ys Jo Jsoo IeYysIY pue e1O [eUOT}IPpe Bul 
-UIUL JO SOD pasvaIDUI 01 ONpP ‘OOO T8ET$) SeTes Jo 
4SOO UI asBaIOUI UB ‘(Q00'L66$) SEeTeXOI poseaioep 
1010M SIOPVJ BUIZeS]TJQ ‘(S}ueuIdIys peseatOUT 
Buleq IOyNqI1yU0d 4sadIe] 944) OOO'T9O'T$ dn sem 
a10 JO aes WO, ONUZADY “T/6] JO Jey yay oyy 
IOJ 9FS‘LEST$ YIM poreduioo “EGT“E8E$ e10M WO} 
AJeUIpLoel}X9 PUB SEX} BUIOOUI a1OJeq ssuIUIeW 


*Su0} OO0‘GOFT oyeUIxOI1dde 04 poyoed 

-xo ore reaX [[NJ oY} Joy syuewdIyg ‘suo EZL‘T9 
Aq i1e9k 4se] popsvoxe suo} G/9‘gP/, Jo syueuIdIys 
“TL6T Ut 

potted oules oY} 10J UBT} BIO SUD} Y00‘09 40 “su0} 


OOO‘EPL SB SUJUOU XIS 94} 1OJ UOTJONpoOd yoT[9g 


SHUUCTIOHAUVHS AHL OF, 


G3LINIT SANIN NOU! MOO" d3sLs 


(squauysnipp pua-upak pun jipnv 07 j2a[qns) 


FEU [CGOrSemacoccelrls °° ee poued jo 
pue #8 TVLIGVO ONIMYOM 
VS‘ 10L‘6 S89‘ T19‘OT emcee cece reece eee tease sacssesorweresessseseseses Ieak 
jo Zutuulseq ye [eyIdeo SUTyIOM 
OIS‘6r0'T COC GC. 5 = jeyideo Suryiom Ul eseertoU] 
9crE9T'E 8Zr' 19G‘T 
CIF SSI 6S0‘81z ccc c crete cette reser assess sscessessseesess Iaq1O 
ae 8rS‘602'T were rece teen teense seneseranasseeeee spueplAiq 
81% ZS CECE ee aS a[qeded sosesz10] 
69L‘PPL Se, Lome Caan rian te uvo, AqeAo py 
009‘Z8¢'‘T eres ecereolrinivisioisielels.cpieieeia trae rshneke SOrzT[Iqely « 
qUuaLINd 0} paLleysuely - 
jediouud puoq oseszI0p\, , 
pred yqep ulieq-Su0T 
8c 61 (261 F) aIQVAlooeI S}USWSeIZe aTes pue 
$o3e¥3}IOW Ul (BsvelDep) asvaIOUT 
LYE'T ee istviniatnnjniatniniszpra\atera(alnjeteiereicinie/sibyeie sainjipuedxe 
qyueuidojaAep poeLlejeqd 
PVE CLS 06629 a cece ere w crete ese eeeseserceeeeesssses suisnoy 
pue sjesse pexlJ 0} SUOTIIPPY 
188‘FE vPS'6P setytedoid Sururut 0} suor}IPpy 
SANNA 4O NOLLVOIIddV 
996°1Z'F EE9°SET'S 
000‘0S 000‘0S ~ soxjtedoid SUTUIW Ul 4Se10q} UT 
jo aes UO paAtedal quoUIARg 
OFS FL es t—t—~—~COC ens HPLaNeleipse sini niwiee ales sjesse pexy jo aes 
OZ‘ 8k0'F €e9'Z80'S beeen eee ee ee re eeeeeereee suot}eiedo 
WOJJ Spun; [BO], 
OS6°LS ees inaintaieceta elelaseis(aieiara terete sieeiniinaiaieleslemsintals Iay1O 
T1%‘ Sse 0ZS‘9ZL‘S $}s00 [VAOWAI UspiIng.ieAo 
peLiejop Ul UOTJONpel JON, 
166‘LPS LOS‘ 169 sernpipuedxe jueuidojaaep 
peLlejop Jo UOTezyI0WYy 
OIs‘OIT PIS Ths 0 ee uote ded 
Z19‘8E0'T ene‘ eel es uoljeDaided 
potied ay} suLinp 
Jeqyideo Suty1om jo Aeyyno 
ue suuunbei you sasuedxe ppy 
97S°LEST $ 6cT‘6sg $ 0 Wiozt AreUuIpIoRs}x9 pue 
SdXB} VULOOUI a1OJoq SZuIUIeD 
suorzeiedo WO1y 
SANNA AO HOUNOS 
TL61 GL6I 


(IL6I 40f sasn#1f aaynsodwos yy1m) 


ZL6L ‘OE euNs papuy SYyWOW xIS 
SGNN4 JO NOILVOIIddvV GNV 304NOS 
4O LNAW3LVLS GaLVGMOSNOO 


/ ae 4 
{ 9PS‘P8e'T 


© 20°0S8°0I 


(squauysni([pp pua-spak pun zipnv 0} 22a/qns) 


0c 0$ co'0$ eee eee eee eee eee ee es poised 

=: => ——— ay} IO} SsUTUIvA JON 
9FGsS _/ £0'0$ > se u19z1 ATVUIpIOeI}x9 

a Ve alojeq ssuusley 

' AUVHS Wad 
OFS LEST $ | 6CT'68E ¢ potted oY} I0j ssuTUIeS ON 
000‘E19 000°88 ” syjo-eqlim sivek rod 


jo pleMioj ALIed WOU 
SUISLIe IPelO XB} BUIOOUT 
Wo} ALVUIPLOBIIXY 


Poets eretonets wo} Areutpio0e13xe 


S— aLojeq ssulUIed 


000‘ET9 
9rS‘L68‘T 


000°88 ts ail aislsiejaie sie sisielelsisistelnle(eie soxey auloouy 
6ST 68S beeen e een e eee eee e eee e enone eaeneee wa} 
AIVUIPIOVI}X9 PUB SB2Xe} 

@WIODUL B1OJeq ssUTUIeY 


( 686'S16‘01 
Geet S 


698'90z e7c'one QUIODUT JUSWISeAUT 
68EOLF'S CVV 6LY'I leleioiaiciaia/atetatstoialelaté @uIOoUI Ayesoy 
POL‘99T'S ¢ 6108226 ¢ sSenueaar BuTyeIedo0 sso 
AWOONI 
ZG6°989 SIS Shir aa suo} — HONAHANTY 
TL6L ZL61 


(IZ6I 40f saan aaynsvdwuos yz1M) 
ZL61 ‘OE Guns pepuy syUOW XIS 
SONINYV] JO LNAWSLVLS GALVGOMOSNOO 


ZL61 ‘O€ ANNI 


qloday JoNUUYy-1Wag 


OcCUV 


S3INVdWOD AXVICGISENS SLI GNV 


G3LINIT SANIN NOU! WOO" d3slLS 


STEEP ROCK IRON MINES LIMITED 
ATIKOKAN, ONTARIO 


LIMITED 


FRONT COVER 


South Roberts Open Pit with Errington Under- 


ground and shop area in the background, 1972. 


INSIDE FRONT COVER 
Loader filling 75-ton ore car with pellets from 
Steep Rock's pellet plant. 


Control room of Steep Rock's pellet plant. 


BOARD OF DIRECTORS 


HON. W. M. BENIDICKSON, P.C. 
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ROBERT L. KAISER 
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MARK T. McKEE 
*JOHN N. PATERSON 
CLARE E. WHITE, P.Eng. 


*Member of the Executive Committee 
{Member of the Audit Committee 


OFFICERS 
JOHN N. PATERSON 
F. RAYMOND JONES, P.Eng. 
LAURENCE J. LAMB, P.Eng. 
JOHN A. CAMPBELL, Q.C. 
LOUIS ZUCCHIATTI, R.I1.A. 
JOHN P. DUGGAN, C.A. 


AUDITORS 
CLARKSON, GORDON & CO. 


TRANSFER AGENTS 
CROWN TRUST COMPANY 


Ottawa, Ontario 

Barrie, Ontario 
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Whitby, Ontario 

Toronto, Ontario 
Atikokan, Ontario 

Grosse Pte. Farms, Michigan 
Atikokan, Ontario 

Oxford, Connecticut 
Thunder Bay, Ontario 
Victoria, British Columbia 


Chairman of the Board 

President & Chief Executive Officer 
Vice President & General Manager 
Secretary 

Treasurer & Controller 
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Thunder Bay, Ontario 


Toronto, Ontario 


and 
CENTRAL NATIONAL BANK OF CLEVELAND 


GENERAL COUNSEL 


Cleveland, Ohio 


SEED, GREER, LONG, CAMPBELL & HOWARD 


CONSULTING GEOLOGIST 
M. W. BARTLEY, PhD. 


DIVISION MANAGERS 
A. K. BAYLES 
G. K. EOLL 
C. F. MacIVER 
B. W. TAYLOR 
L. ZUCCHIATTI 
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OPERATIONS AND EXECUTIVE OFFICES 


Toronto, Ontario 


Thunder Bay, Ontario 


Metallurgical 

Employee Relations 
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Mine 

Accounting 


Atikokan, Ontario 


ANNUAL MEETING 


The Annual General Meeting of the Shareholders of Steep 
Rock Iron Mines Limited will be held at the Head Office of 
the Company at Atikokan, Ontario, on the 11th day of 
April, 1973, at the hour of 10:00 o’clock in the forenoon. 


PRESIDENT’S LETTER 
TO THE SHAREHOLDERS 


Photo by Wagner 


F. RAYMOND JONES, PRESIDENT 


Despite record pellet production, NET EARNINGS of $815,746 for 1972 are substantially below 
the figure of $3,214,461 for 1971. Royalty income dropped $2.0 million. Cost of providing ore for 
the Detroit Steel contract increased $0.9 million. Although there was no price increase to offset 
substantial increases in cost of labor, materials and freight, the total of other costs was $0.5 million 
below that for the preceding year. 


TOTAL FUNDS FROM OPERATIONS were $4.4 million. The $4.1 million decrease from last year 
was due to the drop in earnings referred to above and an increase in stripping of waste rock to 
expose ore for future mining as set out in the Consolidated Statement of Source and Application 
of Funds. 


WORKING CAPITAL at year-end was adequate at $10,004,167, a decrease of $607,521 from the 
previous year-end. 


PRODUCTION of pellets was again increased, to 1,445,400 tons, or 44,500 tons more than in 1971. 
Shipments totalled 1,468,575 tons, of which pellets comprised 1,449,385 tons and red ore 19,190 tons. 


ORE RESERVES available to Steep Rock in the Hogarth, Roberts, and “C” ore zones, and 
extractable by open pit mining, total 40 million tons, of which 30 million tons are in the “assured” 
and “reasonably assured” categories. Underground ore reserves calculated to be marginally eco- 
nomic under current conditions total 71 million tons, of which 1.75 million tons are in the “assured” 
category. 


LAKE ST. JOSEPH 

The bulk superconcentrate sample produced from Lake St. Joseph ore early in 1971 is being 
held pending proof of a thoroughly acceptable reduction process. It is expected that the reduction 
tests will proceed later in 1973. It is also anticipated that a new feasibility study will be under- 


taken, preparatory to seeking financing for the major project. 


ye 


UNGAVA 


No groundwork was done on the Ungava Iron Ore concessions in which Steep Rock has an 
interest. Based on an airborne geophysical mapping project completed in 1972, a small base metals 
exploration program is planned in 1973 in participation with Lone Star Mining & Exploration, 
who are proceeding under an agreement with Premium Iron Ores, the majority co-holder of the 
iron ore concessions. Others may also participate. 


APPRECIATION AND OUTLOOK 


The President again wishes to thank our Employees for their efforts, which alone have made 
possible the sustained increase in output and helped keep production costs in line. The advice and 
loyal support of our Officers and Directors is also gratefully acknowledged. 


The high cost to date of mining ore from underground to make the 250,000 tons per year of 
pellets for the Detroit Steel contract could, if continued, result in some losses on that contract. 
Improvement in this cost is expected. 


While the economics of the present mining operations are difficult, we can look forward with 
optimism to future developments, at Steep Rock as well as at Lake St. Joseph and Ungava. 


The lessee of our “C” ore zone announced in 1972 that mining operations will terminate in 
1976. The announcement is not legal notification under the terms of the lease, a year’s notice only 
being required. Unless the lessee changes his plans, considered to be unlikely, Steep Rock can look 
forward to mining the “C” zone after 1976, with an expected reduction in mining costs to more 
than offset the cessation of royalties. 


Meanwhile prospects for 1973 point to earnings at a level similar to 1972. A moderate increase 
in working capital is predicted. 


On behalf of the Board 


F. R. JONES 
PRESIDENT 


February 21, 1973 


STEEP ROCK IRON MINES LIMITED 
(INCORPORATED UNDER THE LAWS OF ONTARIO) 


AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


AS AT DECEMBER 31, 1972 


(WITH COMPARATIVE FIGURES AS AT DECEMBER 31, 1971) 


ASSETS 


CURRENT 


Cash and deposit certificates 


Short term investments at cost which approximates 


Warket valuc.........———_ tt ti‘ <“‘(CRCOC 
Accounts receivable... ti i 


Ore (finished and in process), at the lower of cost or 


nee vealizable value |. 
Supplies at average cost... 
Prepaid exoenses: 8 


Total current assets a 


FIXED ASSETS AND HOUSING 


Moning properties (Note 3)... 
Less accumitilated depletion 0 2.0... - 


Plant, buildings ana equipment, at cost 0 
Less accumulated depreciation n.d. 


Housing 
_ Properties owned, at less than cost and less 
accumulated depreciation 1972 — $340,062; 


Wi 30 88 oe 
Mortgages and sale agreements receivable ......................... 


OTHER ASSETS AND DEFERRED CHARGES 
Shares in and advances to other mining companies, 


at cost (Note 4). 
Deferred development expenditures (unamortized portion) .. 
Deferred overburden removal (stripping) COStS 
Sandy 603 


1972 1971 
$ 64,583  $ 3,158,797 
4,561,365 2,650,000 
4,728,232 4,274,032 
3,847,664 3,487,080 
1,190,584 1,151,647 
175,521 39,784 
14,567,949 14,761,340 
4,953,464 4,837,723 
2,525,064 2,331,478 
2,428,400 2,506,245 
52,989,812 52,862,975 
27,084,441 25,022,728 
25,905,371 27,840,247 
823,382 925,852 
366,933 397,128 
1,190,315 1,322,980 
29,524,086 31,669,472 
596,784 596,784 
9,088,623 10,215,115 
7,170,225 6,645,348 
95,603 60,432 
16,951,235 17,517,679 

$61,043,270 $63,948,491 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT 
Accounts payable and accrued liabilities 
Accrued interest 


DEFERRED 
Advance payments received on sale of interest in 
mining properties 


LONG TERM DEBT 

6% First mortgage sinking fund bonds, Series A, due 
December 1, 1981 - U.S. $19,905,000 (excluding 1973 
principal instalment of U.S. $2,548,000 included in 
current liabilities) (Notes 1(c) and 5) 

Mortgages payable on employee housing 


SHAREHOLDERS’ EQUITY 
Capital 

- Authorized 

10,000 preference shares of $100 each 
10,666,666 common shares of $1 each 
Issued 

8,063,652 common shares 
Contributed surplus 
Retained earnings (Note 5) 


On behalf of the Board 
N. Edmonstone, Director 
F. R. Jones, Director 


Ce a ee ee er re re re rrr ey reer 


ee ey ce rear ree 


re ce er ery ee er ee 


ee ee ee a 


ee ee 


or ree ee ee ee ee ee ee ce a 


i ee ee ee ee 


LIMITED 


1972 


1971 


$ 1,915,156  $ 1,469,238 


.. 111,774 126,840 
oo 2,536,852 2,553,574 
oo 4,563,782 4,149,652 
. 995.770 ~—S—«200,770 
oo 20,402,500 2,301,200 
i 284,539 336,388 
20,687,039 23,637,588 
8,063,652 8,063,652 
ae 3,674,675 = 3674675 
oo 23,828,352 24,229.154 
35,566,679 35,960,481 

$61,043,270 $63,948,491 


(See accompanying notes to consolidated financial statements) 


STEEP ROCK IRON MINES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


YEAR ENDED DECEMBER 31, 1972 
(WITH COMPARATIVE FIGURES FOR 1971) 


1972 ‘1971 


INCOME 
Gross operating revenues 2... oo $18,729,647 $18, 329,692 
Royalty income (Note 2a) 0... 2,968,169 
Investment income... - 422.871 


22,120,687 23,700,582 | 
Costs AND EXPENSES . 


Operating costs, other than those shown below .................. : 15,642,984 “ 417, 971 
Administrative and corporate expenses ................cccccceeees ; 695,851 7165, S39 
Interest on bonds (and in 1971 on royalty loan) ee 1,473,554 1, 11,706,674 
Depreciation a. 2,263,282 | 2258670 
Depletion 193,586 281751 
Amortization of deferred development expenditures . 1,121,674 1 131 634 
Sundry exchange gains ...............4......... fae (85,990) : 19) 
- a 21,304,941 | 2g 486,071 
EARNINGS before income taxes and extraordinary item ......... _ 815,746 3,214 461 
Income taxes (Note 6)... 78,000 A __1,145,000 
EARNINGS before extraordinary item ................. eee oe 737,746 2,069, 461 
EXTRAORDINARY ITEM 
Income tax credit arising from carry forward of _ 
prior years write-offs (Note 6) ........................ So 78,000 
NET EARNINGS FOR THE YEAR ......... ao. a $ 815,746 
PER SHARE _ 
Earnings before extraordinary item .........00.00...00..c $0.09 
Net earnings for the year ............................ es $0.10 


(See accompanying notes to consolidated financial statements). 


$24,222,154 
815,746 


$22,217,241. 


3214461 


25,037,900 


1,209,548 


25,431,702 


$23,828,352 


1,209,548 


$24,222,154 


STEEP ROCK IRON MINES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 331, 1972 
(WITH COMPARATIVE FIGURES FOR 1971) 


SOURCE OF FUNDS 
From operations 


Earnings before income taxes and extraordinary item ..............0.0..05. 


Add expenses not requiring an outlay of working capital 
during the period 


Depreciation... 
Depletion... kk oe 
Amortization of deferred development expenditures ................... . 
Net reduction in deferred overburden removal costs ............ a 
Other 0 


Total funds from operations... ........................ 
Sale of fixed assets oo. cept 


Othe... ti iststsi‘“‘i‘i‘CNRNCNWNCWNCUC‘( ;m; 


APPLICATION OF FUNDS 


Additions to mining properties... 
Additions to fixed assets and housing ........ 4. 
Deferred development expenditures 0... 
Net addition to deferred overburden removal costs .......0.0..00ccccceeeseetsettes 
Increase (decrease) in mortgages and sale agreements receivable .................... 


Long-term debt paid or included in current liabilities 


Mortgage bonds. a 
Royalty loan 
Mortgages payable 
Dividends tt 
Other ee 


Increase (decrease) in working capital... 
Working capital at beginning of year 0... oo 


WORKING CAPITAL at end of year... ttttisi‘“(‘(‘(C“(‘(‘(CRNRNSCOWCO(CCC - 


Changes in components of working capital 
Increase (decrease) in current assets 


Cash... ....tt—“‘“‘(‘i‘<‘i‘i‘i‘(‘i‘i‘i‘i‘CiC:CO 


Accounts receivable... i‘ 
Orc rrs—rts—Otisi‘“‘CsOsOOSOOSSSCCi*sSCisS . 
Supplies... —r—“‘“‘OOOOrsCOCtistisC‘(‘SRCWwiCMCi‘C‘ <i oe 
Frepaid expenses |... ge 


Decrease (increase) in current liabilities 


Accounts payable and accrued liabilities 200000000. oe 
Accevied interest.......5. 


INCREASE (DECREASE) IN WORKING CAPITAL......... 4... 


(See accompanying notes to consolidated financial statements) 


171 


1972 
$ 815,746 $ 3,214,461 
2,263,282 2,958,871 
193,586 "981,751 
1,121,674 1131634 
i 1,496,910 
4818 410s 
4,399,106 8,495,676 
19300 | {afi 
50,000 50,000 
10,220 
4,468,406 8,693,013 
140,741 73389 
296, 650 “687315 
2 - 95 699 - 
524,877 : 
(11.609) 48,650 , 
2,898,700 4,394,300 
es 1,296,779 
51,849 47.169 
1,209,548 1,209,548 
35,171 | 
5,075,927 | eee 
(607,521) | S10 9 
10,611,688 9,701,524 
$10,004,167 $10,611,688 


$ (3,094,214) 


$ 2,729,168 ~ 


1,911,365 (4,198,588) 
454,200 1,531,075 
360,584 2.312594 

38.937 (88,434) 
135,737 (99,172) 
(193,391) 2,191,693 
(445,918) 242,966 

15,066 14,796 

16,722 (1,539,220) 
(414,130) (1,281,529) 


$ (607,521) 


$ 910,164 


if 


STEEP ROCK IRON MINES LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 331, 1972 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(a) Basis of consolidation 


The accompanying statements are drawn up on a con- 
solidated basis to include the accounts of the Company 
and its wholly owned subsidiaries, Steerola Explorations 
Limited, Sanjo Iron Mines Limited and Don Park 
Homesites Limited. 


(b) Statement presentation of joint venture operations 


Under agreements entered into in 1965 (covering a 
period of 22 years) certain of the Company’s open pit 
ore reserves at Steep Rock Lake were leased to a joint 
venture participant, and the Company was appointed 
operator to mine and process the ore on the partici- 
pant’s behalf. As in prior years, the 1972 financial state- 
ments have been drawn up to reflect in “gross operating 
revenues” the value of the ore produced (less the profit 
allocation to the joint venture participant), and in 
“costs and expenses” the full costs of mining and pro- 
cessing the ore. 


(c) Exchange translation 


U.S. dollar current assets and current liabilities (includ- 
ing long-term debt maturing within one year) are trans- 
lated to Canadian dollars on the basis of year-end 
exchange rates (U.S. $1 = Can. $.995 at December 31, 
1972). Long-term debt (mortgage bonds) has been trans- 
lated on the basis of U.S. $1 = Can. $1.025, this being 
the rate adopted following the unpegging of the Cana- 
dian dollar on May 31, 1970. 


(d) Depreciation, depletion and amortization 


Depreciation is provided on the straight-line basis at 
rates designed to write off the cost (less salvage value) 
of the related assets over their estimated useful lives. 
The pellet plant, which constitutes the Company’s 
major fixed asset, is being depreciated on the straight- 
line basis over the term of the joint venture agreement 
referred to in Note l(b). 


Depletion of mining properties, and amortization of 
deferred development expenditures, are provided on the 
basis of tons of ore mined or shipped in relation to 
the estimated assured or reasonably assured ore reserves 
of presently developed mines. 


Deferred overburden removal (stripping) costs are 
charged to operations on the basis of tons of ore mined. 


accounts, the collectibility of which was in question 
since Caland were contending that circumstances for 
the year 1971 were such as to result in a downward 
adjustment in the minimum royalty payable for that 
year. This matter was satisfactorily resolved in Steep 
Rock’s favour during 1972, and no adjustment of the 
earnings originally reported for the 1971 year is required. 


The lease may be terminated by Caland on December 
3lst in any year upon giving one year’s advance notice. 
While no such legal notification has been received as 
yet, Caland announced during 1972 that they expect to 
terminate mining operations in 1976. 


(b) Cost of ore 


Up to December 31, 1971 a contract covering 17 per 
cent of the Company’s pellet output had been filled 
from low cost stockpiles of ore. Beginning in 1972 a 
major portion of this contract is being filled from ore 
produced from underground mining. The cost of this 
ore is substantially greater and earnings from this 
contract have been reduced accordingly. 


3. MINING PROPERTIES 


This asset is made up as follows: 

Properties at Steep Rock Lake (pur- 

chase cost of $2,459,456 plus a 

valuation adjustment made in 1943 

Oly D1. 926'93 7)eee fee een ee eee $4,386,393 
Properties at Lake St. Joseph (pur- 

chase cost of $276,711 plus deferred 


exploration and development ex- 

penditures of $464,590) oo. 741,301 
Less payment received for interest 
acquired by joint venture partici- 


pant in certain of such properties 
to December 31, 1972 (see below) 174,230 567,071 


$4,953,464 


Under the joint venture arrangements referred to in 
Note 1(b) the joint venture participant is entitled to 
acquire an increasing proportion of certain of the 
Company’s Lake St. Joseph claims, the rate of acquisi- 
tion being related to the volume of ore shipped under 
the main contract. 


Further development of the properties at Lake St. 
Joseph is dependent upon satisfactory arrangements for 


2. NOTE RE 1972 OPERATIONS 
(a) Royalty income 
The Company’s “C” ore zone is leased to Caland Ore 


Company Limited in consideration for the payment of 4. SHARES IN, AND ADVANCES TO, OTHER MINING 
annual royalties by Caland based on a percentage of COMPANIES 


future production and sale being made with one or 
more steel companies. 


the market value of ore produced. The lease agreement 
specifies minimum tonnages on which royalties shall be 
payable, which minimums amounted to 3,000,000 tons 
in 1971, reduced to 2,000,000 tons annually for 1972 
and later years. The decrease in royalty revenue from 
$4,937,302 in 1971 to $2,968,169 in 1972 is primarily 
attributable to this reduction in minimum royalty ton- 
nage. 

The minimum tonnages referred to above are subject 
to further downward adjustment under certain circum- 
stances as specified in the agreement. The Company’s 
1971 financial statements referred to a balance of 
$408,771 carried as royalty receivable in the Company’s 


The amount of $596,784 shown under this balance sheet 
classification represents the cost of the Company’s 
shareholding in, and advances to, Champlain Mining 
Corporation and International Iron Ores Limited. 
Through these investments the Company has an interest 
In certain iron ore deposits on the west side of Ungava 
Bay. While no substantial development work at the 
properties has been carried out for some years, it is 
expected that some additional exploration work will 
be carried out in 1973. The recovery of the Company’s 
investment is dependent upon the successful future 
development of an economic mining operation and the 
obtaining of adequate financing. 


Town of Atikokan, home of Steep Rock employees. 


MORTGAGE BONDS AND RELATED DIVIDEND RESTRICTIONS 


The trust indenture relating to the first mortgage sink- 
ing fund bonds (as amended in 1971) requires fixed 
principal repayments of U.S. $2,548,000 on December 1 
of each year, together with additional principal pay- 
ments (calculated at the rate of U.S. $1.41 per ton) to 
the extent that shipments of pellets to the joint venture 
participant in any twelve month period ending Septem- 
ber 30 exceed 1,100,000 tons. 


Under the terms of the indenture the Company may 
not effect any reduction of, or redeem any of its capital 
stock or declare any dividends on any shares of its 
capital stock where (A) consolidated working capital 
(which is defined to exclude a deduction for bond sink- 
ing fund instalments due within one year, but to in- 
clude a deduction for one year’s interest), is less than, 
or would thereby be reduced below the following 
amounts: 1972-1978 inclusive — U.S. $10,000,000; 1979 — 
U.S. $7,500,000; 1980 — U.S. $5,000,000; or (B) the 
cumulative amounts applied to capital stock reduction 
or dividend declaration subsequent to January 1, 1970 
exceed the sum of (i) consolidated net income (as de- 
fined) since that date and (ii) a specified amount re- 
lated to the period in which the capital reduction or 
dividend declaration takes place. The specified amount 
is U.S. $2,000,000 during the period 1970-1978, U.S. 
$4,000,000 during 1979, U.S. $6,000,000 during 1980, and 
U.S. $8,000,000 thereafter. 


INCOME TAXES 


The Company follows the tax allocation method of 
accounting for income taxes. There is no current ha- 
bility for income taxes for 1972 as taxes of $78,000 other- 
wise payable for 1972 are offset by tax credits arising 
from the carry forward of prior years’ write-offs not 
previously claimed for tax purposes. At December 31, 


1972 the amount of prior years’ write-offs remaining 
for carry forward against future years’ income is esti- 
mated at approximately $3,850,000. 


COMMITMENTS AND CONTINGENT LIABILITIES 


(a) The unfunded past service pension liability of the 
Company is estimated at $1,081,000 at December 31, 
1972 as compared with $1,145,000 at December 31, 
1971. The present liability will be paid, and charged 
to income, over periods ranging up to 17 years. 


(b) Under an agreement dated March 15, 1949 relating 
to the diversion of the Seine River, the Company is 
committed to make payments to the Ontario Hydro- 
Electric Power Commission of $92,357 annually until 
November 1, 1989. 


(c) Minimum annual rentals under equipment leases 
presently in effect amount to $405,621 in 1973, $335,017 
in 1974, $324,931 in each of the years 1975 to 1978 and 
$191,961 in 1979. 


(d) The contingent liability with respect to guarantees of 
mortgages on employees’ housing is estimated at ap- 
proximately $100,000. The Company is also committed 
under certain outstanding sale agreements to repur- 
chase houses in the event of employee termination, the 
maximum commitment at December 31, 1972 being 
estimated at approximately $336,000. 


(e) A claim has been filed against the Company in the 
amount of $363,000 with respect to the construction 
of the pellet plant. Counsel is of the opinion that this 
action is unlikely to result in any material liability 
to the Company. 


8. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate remuneration of directors and senior 
officers amounted to $236,181 in 1972 ($210,013 in 1971). 


Photo by Hunter 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
STEEP ROCK IRON MINES LIMITED 


We have examined the consolidated balance sheet of Steep Rock Iron 
Mines Limited and its subsidiary companies as at December 31, 1972 and the 
consolidated statements of earnings, retained earnings and source and appli- 
cation of funds for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1972 and the results 
of their operations and the source and application of their funds for the year 
then ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


THUNDER BAY, ONTARIO, CLARKSON, GORDON & Co. 
February 21, 1973 CHARTERED ACCOUNTANTS 


Re-opening the Hogarth Open Pit — November, 1972 Photo by Wagner 


Income 
Gross operating revenues .... 
Royalty and other income .. 


Costs and expenses 
Operating costs, ete. ........ 
Interest... : 
Depreciation, depletion 

and amortizations 


Earnings before income 
taxes and extraordinary 
items 


Rr ee ee re 


ee eee ee 


Earnings before 
extraordinary items . 


ee 


Extraordinary items 


Income tax credit arising 
from carry forward of por 
years write-offs .................. 
Exchange credits less ex- 
change losses (net of related 
tas). s—CiCS 
Gain (provision for loss) on 
sale of investments 
Write-off of land and plane 
facilities no longer required 
(net of related tax) 
Write-off of deferred devel- 
opment expenditures (net of 
relatedtax)......... / 
Financing costs 


BN re 


Net earnings (loss) for _ 
the year 
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Per share 
Earnings before extra- 
ordinary items 
Net earnings for the year 
Dividends 
Iron ore and pellets 
Tons (000) 
Bales. 0 
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10 YEARS IN REVIEW* 


1969. 


1972 1971 1970 1968 1967 1966 1965. 
: (Thousands of Dollars) — 

18,730 18,330 17,967 17,624 15,100 8,801 9,150 10,325 

3,391 5,871 5,415 4,307 4,712 4,202 4,053 4,491 

22,121 28,701 23,382 22,021 19,812 gee 13,203 14,816 

16,247 

1,474 

3,584 
21,305 

816 

78 

738 

78 

= a (483) (217) - oo 

= = a a 2S So 

= a See Os) 

78 1146 1,734 (35,900) (ily | 400 (83) = 

816 3,214 as (34,034) 2,709 2147 $39 2182 

0.09 026 022 028 036 022 093 027 

0.10 040 044. (492) 034 627 010 627 

0.15 < O15, 018 015 080 | O20 6008p 020. 
1469 “1415 1501 1563 1440 1004 109 1964 104 1008 
1,922 3,000 3,000 2,295 2500 2326 2083 2446 2001 2003 
3391 4415 4601 3788 3940 9930 3178 3710 3242 3086 
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1969 and prior years’ results have been restated to give effect to retroactive changes in depletion, 
depreciation and deferred income taxes and to certain changes in revenue and expense classifications 


Middle arm of Steep Rock Lake, looking north, 
1972. Errington Underground mine in fore- 
ground, Roberts Open Pit centre and Pellet 
Plant in background 
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